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v Tables:   Table 1 Extra and TRICARE Standard (traditional CHAMPUS) are similar, except TRICARE Extra is much like a Preferred Provider Organization (PPO), whereby the outpatient cost share for the beneficiary is reduced when services are rendered by a network provider. Beneficiaries using either of these options have more flexibility in receiving care but bear a higher cost in the form of annual deductibles and cost sharing. Currently, the annual deductible is $150 per benificiary/$300 per family ($50/$100 for junior enlisted E-5 and below). The outpatient cost share is 20 and 25 percent after the annual deductible has been met for active duty dependents and retirees under the age of 65 respectively. Services provided by a TRICARE Extra provider receive a 5 percent discount off these cost shares. Out-of-pocket expenses are limited to $1000 per family for active duty and $3000 for a retiree family. Thereafter, TRICARE pays 100 percent of appropriate medical care (TRICARE, 2001 ).
List of Tables and Figures
Before October 2001, TRICARE provided healthcare coverage for active duty (AD) personnel and their dependents (ADD), retired personnel under the age of 65 and their dependents (NADD), and other qualifying individuals. Once a retired beneficiary reached the age of 65, they were no longer eligible for TRICARE benefits with limited exceptions. They could be seen space available in MTFs and their medications could be filled at MTF pharmacies if the medication was part of the MTFs formulary. However, much "space available" care at MTFs vanished during the 1990s due to downsizing. Many military retirees over the age of 65 and their eligible dependents (NADD>65) were enraged at losing their healthcare benefit at a MTF. They felt that "free healthcare" was a right based on documented promises made by the government when they entered military service. One of their arguments was that Medicare differed from military health care in that it did not have a pharmacy benefit (Harris, 2000) . 
Statement of Problem
Capacity management and cost efficiency are concerns to any MTF commander, but a unique twist presents itself with regards to TRICARE Plus particularly the NADD>65 population. Since the NADD>65 population is traditionally seen more often and their care more costly than most current Military Treatment Facilities (MTFs) beneficiaries, the impact of treating this population is not fully understood. This particular study will determine the capacity at NHP and the most cost efficient measures to treat the NADD>65 population enrolled in TRICARE Plus that reside in the Pensacola catchment area.
Literature Review
Cost of Care. Cost of care is derived in a number of ways. Costs can be associated directly with the care received or spread across an organization through a step-down process.
There are three traditional methods used for cost accounting in medical services: historical method, margin, and weighted-average method. Historical method looks at what an organization has traditionally charged and what a payor has paid. Generally, margin looks at cost plus profit margin. Lastly, weighted-average accounting looks at the total costs divided by the number of procedures (i.e. visits) in order to arrive at an average cost per event (Zelman, McCue, and Millikan, 1998) . In the DOD healthcare system, the Military Expense Performance Reporting System (MEPRS) is used for cost accounting purposes and most closely resembles a weightedaverage costing system. In 1999, the DoD average MTF cost per outpatient visit was $105 (TRICARE, 2001) . Per visit cost for Civilian Prime Network, TRICARE Extra, and TRICARE NHP spent in excess of $11 million providing over age 65 care in FY01. The majority of this care was spent on the Medicare population empanelled in the GME residency program.
However, some of this care was spent on the non-eligible, age 65 and older population (i.e. Accurate capacity modeling results in better access for enrolled patients and allows both the local MTF and the overall MHS to function more cost efficiently. At MTFs lacking accurate validation procedures, including number of enrollees and type of patients, capacity can easily get out of control either through over-enrollment or under-enrollment.
Over-enrollment traditionally leads to patient dissatisfaction. Enrollees would have difficulty in acquiring timely appointments within the MTF and/or with their PCM as a result of over-enrollment. Thus, care would have to be received "outside the network" resulting in higher costs for the patient and the MHS. If access standards can't be met, MTFs may be forced to disenroll patients at the MTF. In this scenario, the TRICARE Plus enrolled population would be disenrolled first. The failure to meet access standards, the higher costs associated with failure of delivery, and the possibility of disenrollment would ultimately lead to increased beneficiary dissatisfaction, a quality indicator.
On the other hand, under-enrollment has a greater cost impact on the overall Military Healthcare System (MHS). Under-enrollment leads to an increase in the number of available visits going unfilled. Any visit going unfilled may have a financial impact on the MHS as unfilled visits can result in a higher bid price adjustment process with the managed care support contractor (MCSC). The bid price adjustment process requires MTFs to have a minimum number of visits (Philpott, 2001) . Therefore, if an MTF is not being fully utilized and falls short of the required number of visits, it increases the workload provided "in the network" resulting in higher overall costs to the MHS through an increase in TRICARE contractor costs. Therefore, under enrollment has a direct impact on higher costs per enrollee. Increasing enrollment in an under-enrolled environment will help reduce the bid price adjustment and result in overall MHS savings.
Increasing Enrollment. NHP plans to increase MTF enrollment of TRICARE Prime by 5000 beneficiaries over the next 2 years through new marketing efforts and realignment of enrollment policies. It is estimated sixty percent of that increase will come from newly reporting personnel enrolling in TRICARE Prime at NHP. The other forty percent will be recaptured through marketing efforts of those currently in the Civilian Prime Network or those choosing the TRICARE Standard/Extra option.
There are over 30,000 beneficiaries, including Medicare eligibles, in the NHP catchment area that are not enrolled in TRICARE Prime at NHP. Of those, 11,000 are enrolled in the Civilian Prime Network and 10,000 are potential Medicare eligible TRICARE Plus enrollees (Naval Hospital Pensacola, 2002) . While recapturing TRICARE Standard patients into TRICARE Prime is the most cost-effective approach, the assumption is that most of those beneficiaries who have elected TRICARE Standard over TRICARE Prime will continue to do so.
Recapturing Medicare eligible beneficiaries through unused MTF capacity is cost efficient for the MHS and NHP up to the point of full capacity since TRICARE only pays 20 percent of an outpatient visit for an NADD>65 beneficiary. In other words, the marginal cost of an outpatient visit at the MTF is less than the average Medicare co-pay of treating any NADD>65 beneficiaries up to the point of full capacity. Additionally, future funding for NADD>65 care to MTFs will be based on level of effort. This level of effort will be base lined to FY2000 (TRICARE Management Activity, 2001) . Any MTF that recaptures more NADD>65 care than they received credit for in FY2000 may receive additional funding for providing that care.
Reimbursement determinations are being discussed at TMA and service specific agencies.
Purpose
The purpose of this study is to best determine the capacity (patient/provider) for enrolling beneficiaries into TRICARE Plus at NHP and thus assist in controlling the cost of care within the MTF and the MHS. The hypothesis of this study is that capacity and cost are functionally related within a local MTF in regards to TRICARE Plus. Fully utilizing unused capacity in treating TRICARE Plus enrollees should reduce the overall cost of the MHS. A secondary hypothesis is that utilizing MTFs for cost savings is only achievable up to the point of current MTF capacity in regards to the NADD>65 population. After capacity is reached within a MTF, cost of providing care to the NADD>65 population is prohibitively more expensive to the MHS when the care is performed within the MTF because the MHS, as secondary payor to Medicare, is only responsible for the deductibles and cost shares of civilian care. In both instances, the null hypothesis is that no significant cost differences exist in regards to where the care is received regardless of available capacity.
Methods and Procedures

Assumptions
To answer the basic questions of capacity and costs of TRICARE Plus at NHP, a few assumptions must be made. First, while TRICARE Plus is open to all TRICARE beneficiaries not currently enrolled in TRICARE Prime or another HMO, it is expected that the majority desiring to enroll in TRICARE Plus will be age 65 and older. Other beneficiary categories already have the ability to enroll in TRICARE Prime and for whatever reason have elected not to do so. Additionally, those currently enrolled in TRICARE Prime, including NADD, are discouraged from changing enrollment from TRICARE Prime to TRICARE Plus because the guarantee to all levels of care and portability of the healthcare plan doesn't exist in TRICARE Plus. TRICARE Plus is a local MTF specific option, and not all MTFs are required to participate. Therefore, this study will focus primarily on NADD>65 beneficiaries and their impact on TRICARE Plus in relation to capacity management and cost efficiencies. Secondly, the study will not include the NADD>65 population already empanelled in Family Practice at NHP for GME purposes except for historical usage comparison since these beneficiaries are already enrolled in TRICARE Plus. Third, since TRICARE Plus only guarantees access to primary care through a PCM, only outpatient, non-specialty care will be considered in this analysis. Lastly, any computations in this paper will assume MTFs are reimbursed at 50 percent of the average Medicare outpatient visit cost share. Based on the current average Medicare cost share of $31, this model will use $15.50 reimbursement per visit for any visit over the FY2000 level of effort baseline.
Clinic Capacity
Determining PCM availability for further enrollment was done using a comprehensive capacity model of the hospital's primary care clinics developed by NHP's Healthcare Plans directorate. A limit to this model is that current provider appointment availability is selfreported by the clinics, which may differ from actual capacity. The primary care clinics in the model include Family Practice (including the residency program), Internal Medicine, and Pediatrics. Data from fiscal year 2001 was used in this study. A formula was developed that takes into account the current mix of enrolled beneficiaries and their average primary care usage by provider type (staff physician, resident, etc.) by taking the number of beneficiary category (bencat) visits divided by the total visits and then multiplied by the number of bencat appointments per hour based on provider input. The formula gives a weighted average per beneficiary category. For example, a physician assistant (PA) in the Internal Medicine Clinic saw 2631 total patients of which 698 were active duty family members (ADFM). The PA reported that he/she could see 3 ADFMs per hour. Therefore, (698/2631)*3.0 yields the adjusted appointments per hour based on relative volume for an ADFM as .80 (rounded). See Table 2 .
This weighted average was used with current enrollment to determine current usage levels. This model gives a very accurate assessment of current usage levels (Naval Hospital Pensacola, 2001 ). Model data can be adjusted on a periodic basis to demonstrate any change in enrollment mix. Current costs were calculated using a step-down process. MEPRS generically uses the weighted-average cost accounting method within the MHS. It steps down total costs to specific codes (i.e. outpatient). Once the step-down process occurs, MEPRS then averages the cost of a visit by taking the total cost of care divided by the number of visits. However, this methodology may be misleading in some instances. Since each visit consumes a different amount of resources, it could be argued some visits cost more than other visits (Zelman et al. 1998 ). In MEPRS, costs are equally dispersed among all visits; therefore the true costs of a particular visit can't be ascertained. In general, the formula for determining the cost of care is basically the number of visits divided by the total costs. In this study a similar step-down process was done.
In this step-down process, all costs were allocated to a "cost center" to find the cost of services.
Utility costs were stepped-down based on square footage. All other costs were based on fulltime equivalent (FTE) fair share computations. Traditionally in healthcare, a "cost center" is a patient interaction, revenue generating work center (i.e. clinic). Three cost centers were used in this study; outpatient services, inpatient services, and specialty services. Costs were allocated to the primary care clinics (FP, IM, and PEDS) as illustrated in Table 4 . Ancillary services were not included because they are a separate cost under most healthcare plans. Additionally, the major ancillary service, pharmacy, should not be greatly impacted by this study because most beneficiaries that would considered joining TRICARE Plus most likely already have their prescriptions filled by NHP. Therefore, all ancillary related costs were removed prior to any calculations. The results of this study are divided into four categories. First, the capacity of the MTFs outpatient clinics is presented. Second, NHP's current total cost of services is provided. Third, the estimated number of visits that can be recaptured is provided. Lastly, the effects of increased enrollment on NHP's total costs are presented. These four sections indicate that capacity and cost are functionally related and that cost efficiencies can be ascertained by enrolling Medicare eligibles into TRICARE PLUS until maximum capacity is achieved.
Capacity
Unused capacity in the primary clinics was determined by subtracting the current enrollment level from total capacity. This model determined total availability (100 percent) by taking the total number of clinic provider hours per week multiplied by number of available weeks per year that they are available and further multiplied by average number of appointments per hour. This result was then divided by average annual enrollee visits to arrive at a maximum capacity in visits. FY01 visit data was derived from Composite Healthcare System (CHCS).
Aggregate results of primary care clinics are provided in Table 5 . 80 percent capacity is also shown because in any service related industry, which healthcare is a part, running capacity above 80 percent begins to impact access to services. For NHP primary care, impeding access will have a direct impact on higher network costs. Four factors determine the total MHS costs of delivering healthcare. They are MTF costs (includes resource sharing), Civilian Prime Network (CPN) costs, TRICARE Standard (traditional CHAMPUS) costs, and TFL costs. Table 6 illustrates total MTF costs. The primary care visit costs outlined above in Table 6 Table 7 is an estimated illustration of TFL costs. The cost of eligibles enrolled in the GME program is not included in the TFL cost calculation because these beneficiaries are already captured in total MTF costs.
The estimated TFL cost per visit is 20 percent of the average Medicare outpatient visit. Current Visit Availability Table 8 depicts the approximate number of available visits that went unfilled during FY01 based on capacity. With current staffing, NHP can recapture enough additional enrollees that will satisfy 37,000 to 46,000 annual visits. Capacity exists at NHP's three primary care clinics. There are two primary ways to gain efficiencies in capacity: reduce staff or increase enrollment. Since NHP catchment area has a demonstrated need for services, increasing enrollment seems to be the most logical, cost effective measure. Increasing enrollment will come from three areas; beneficiaries enrolled in the Civilian Prime Network (both ADD and NADD<65), TRICARE Standard/Extra beneficiaries, and the NADD>65 population through enrollment in the TRICARE Plus program.
It should be pointed out again in this study that it is assumed most beneficiaries electing TRICARE Standard/Extra, for whatever reason, will continue to do so. They are not considered in any recapturing calculations. The next two tables depict recapturing capacity. Table 9 calculates recapturing all Civilian Prime Network beneficiaries into NHP TRICARE Prime before enrolling TRICARE Plus. Table 10 calculates recapturing ADD Civilian Prime Network and TRICARE Plus beneficiaries. It assumes NADD<65 beneficiaries will remain in the Civilian Prime Network since they are not required to enroll at the MTF. Table 9 TRICARE Plus Capacity Scenario One In Table 12 , there is a surplus of pediatric visits after recapturing all ADD Civilian Prime Network beneficiaries because it is assumed that TRICARE Plus will enroll mainly NADD>65.
Therefore, no available pediatric visits were associated with TRICARE Plus enrollees. TFL costs are eliminated after 107,032 visits are recaptured. possible to recapture over 11,000 beneficiaries from the Civilian Prime Network, it is the conclusion of this author that only the ADD will be recaptured. Heavy marketing efforts may attract some NADD<65 enrollees, but without requiring formal conversion, few will abandon their current healthcare relationships.
TRICARE Standard/Extra beneficiaries are the second most cost effective approach to increase enrollment. However, this population has already chosen not to enroll in TRICARE Prime, including the Civilian Prime Network, for whatever reason. It is the conclusion of the author that few, if any of these beneficiaries will enroll in TRICARE Prime unless drastic changes in benefits (perceived care, copays, etc.) occur, which are not expected in the near term.
Medicare eligibles may not be the most cost effective approach, but they are cost effective up until capacity is achieved. Also, they are probably the most attractive population to market. In many cases, they are eager to receive their care at a MTF where they already get their medications. In essence, "a one-stop shop." Arguably, they could be considered the MTF's most loyal customer. Additionally, MTFs that attract NADD>65 care to their facility may gain increased funding from the "accrual fund", a fund set up to pay for NADD>65 care beginning in fiscal year 2003 (FY03). The dilemma in attracting Medicare eligibles back into the MTF is that now their care with a civilian provider is essentially free so long as they pay Medicare Part B premiums. Also, this population was forced out of the MTFs when they turned age 65.
Recruiting them back may prove difficult. However, this population may still be the second best source for increasing enrollment outside the ADD population.
Two courses of action are depicted in Tables 11 and 12 in the results section of this paper. Although there are two other courses of action, they are without merit. The first would be maintaining the status quo, which is not efficient or effective as it pertains to capacity or cost.
The second, eliminating staff to meet efficiencies, is not viable in a market that has a demonstrated need for services and an operational commitment for the active duty staff.
Of the two viable options, the first scenario would recapture all Prime beneficiaries currently enrolled in the Civilian Prime Network before increasing any TRICARE Plus enrollment. The second scenario looks at increasing TRICARE Plus enrollment based on projected numbers of ADD beneficiaries being recaptured from the Civilian Prime Network.
The second scenario does not forecast any NADD<65 enrollees coming back into NHP's TRICARE Prime. Neither scenario directs efforts to recapture TRICARE Standard/Extra beneficiaries because it is concluded that they are the hardest population to attract and the least likely to enroll.
The second option is the recommended approach for NHP for two primary reasons. First, it attracts the most marketable populations, ADD and NADD>65. Secondly, as both scenarios produce significant savings for the MHS, only the second scenario has the potential to produce actual cost savings for NHP through estimated reimbursements from the NADD>65 accrual fund. At 80 percent capacity, the second scenario will increase TRICARE Prime enrollment by over 4500 and TRICARE Plus enrollment by at least 3000 from December 2001 levels.
TRICARE Plus enrollment could increase an additionally 1100 if maximum capacity was considered. At 80 percent capacity, the increased enrollment will result in annual savings of $90 thousand and $2.25 million for NHP and the MHS respectively. Appendix A Figure A1 . Estimated NHP Catchment Area Healthcare Costs with 100% CPN Recapture.
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Appendix B Figure B1 . Estimated NHP Catchment Area Healthcare Costs with ADD CPN Recapture Only.
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